CITY OF TAYLOR MILL, KENTUCKY
June 30, 2020

FINANCIAL STATEMENTS AND INDEPENDENT AUDITORS'
REPORT INCLUDING SUPPLEMENTARY INFORMATION

@VonLehman

CPA & ADVISORY FIRM VonlLehman & Company Inc.  Kentucky Ohio  Indiana  800.887.0437  vicpa.com



CITY OF TAYLOR MILL, KENTUCKY

TABLE OF CONTENTS
PAGE
Independent Auditors' Report
Management's Discussion and Analysis (MD&A) Unaudited ............ccceeeiiiiiiiniiiniicieneenieneeseneesnees 1
Basic Financial Statements
Government-Wide Financial Statements
Statement of Net POSItION ...........cooviiriiiii e e reesens e 9
Statement Of ACHVILIES ........cooiii et a e ba e 10
Fund Financial Statements
Balance Sheet — Governmental FUNGAS............ccccovvririirir et 11
Reconciliation of the Balance Sheet — Governmental
Funds to the Statement of Net POSItION..............cccooiviviieieiecc e re et 12
Statement of Revenues, Expenditures and Changes in Fund
Balance — Governmental FUNAS .........c.cocviiiiiiienecieciectt ettt creeere s s e v e ssne e sbassbasaten 13
Reconciliation of the Statement of Revenues, Expenditures and
Changes in Fund Balance — Governmental Funds to the
Statement Of ACHVILIES ......cccoiv i e e sra e n e e nne 14
Notes to the Financial Statements............cocveviiiiiiceri e 15
Required Supplementary Information
Statement of Revenues, Expenditures and Changes in Fund
Balance — Budget and Actual (with Variances) — General Fund ...............cccoocvvvienvnienonnnccccieecene 40
Statement of Revenues, Expenditures and Changes in Fund
Balance - Budget and Actual (with Variances) — Municipal Road Aid Fund...............ccccoeeveviennienne. 41
Schedule of the City's Proportionate Share of the Net Pension Liability..............ccccccoivevieiieienenn. 42
Schedule of the City’s Pension Contributions..............ccocoeiiiiniiiiiie e, e 43
Schedule of the City's Proportionate Share of the Net OPEB Liability..............ccceeverievceecreceniieeeene 44
Schedule of the City's OPEB CONtribULIONS..........c.cocveiiiiiirieiteteeeetere st 45
Required Regulatory Information
Independent Auditors' Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards..............cccccccvveeeinnen. 46

Schedule of FINdINGs aNd RESPONSES ........cccevveiiiiiiiereeiinit e eie st sste st esieeetaesasesreasssessessssessbesseenns 48



@VonLehman

CPA & ADVISORY FIRM

INDEPENDENT AUDITORS' REPORT

Honorable Mayor and

Members of the City Commission
City of Taylor Mill, Kentucky
Taylor Mill, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the City of Taylor Mill, Kentucky (the City), as of and for the year ended June 30, 2020, and the
related notes to the financial statements, which collectively comprise the City’s basic financial statements
as listed in the table of contents.

Managements’ Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

810 Wright's Summit Parkway, Suite 300 main: 859.331.3300
Fort Wright, KY 41011 main fax: 859.331.4358 vlcpa.com



Honorable Mayor and

Members of the City Commission
City of Taylor Mill, Kentucky
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the City of Taylor Mill,
Kentucky, as of June 30, 2020, and the respective changes in financial position, thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matters

As discussed in the notes to the financial statements, the previously issued financial statements for the
year ended June 30, 2019 have been restated for the correction of a material misstatement. Our opinion
is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 1 - 8, budgetary comparison information on pages 40 - 41, the City's
pension schedules on pages 42 - 43, and the OPEB schedules on pages 44 - 45 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information, and
comparing the information for consistency with managements’ responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated

December 9, 2020, on our consideration of the City of Taylor Mill, Kentucky’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is solely to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of the City of Taylor Mill, Kentucky's internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the City of Taylor Mill, Kentucky’s internal control over
financial reporting and compliance.

Vonlehman & 6)0/”/«/(%« lee.

Fort Wright, Kentucky
December 9, 2020



CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED

Our discussion and analysis of the City of Taylor Mill, Kentucky’s (the City) financial performance provides
an overview of the City’s financial activities for the fiscal year ended June 30, 2020. Please read it in
conjunction with the City's basic financial statements that begin on page 9.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The statement of net position and the
statement of activities on pages 9 and 10, respectively, provide information about the activities of the City
as a whole and present a fair view of the City’s finances. Fund financial statements begin on page 11. For
government activities these statements tell how these services were financed in the short term as well as
what remains for future spending. Fund financial statements also report the City’s operations in more
detail than the government-wide statements by providing information about the City’s most significant
funds.

FINANCIAL HIGHLIGHTS
Key financial highlights for fiscal year 2020 are as follows:

e The assets and deferred outflows or resources of the City exceeded its liabilities and deferred
inflows of resources by $2,501,155 (net position) at June 30, 2020. The City’s total net position
increased by $509,165.

¢ As of June 30, 2020, the City’s governmental funds reported combined ending fund balances of
$5,096,259; an increase of $697,893.

e As of June 30, 2020, unassigned fund balance for the General Fund was $4,873,612.

¢ The City's cash and cash equivalents increased by $545,381 from $3,228,287 at June 30, 2019
to $3,773,668 at June 30, 2020.

o The City’s investments increased by $73,134 from $1,266,752 at June 30, 2019 to $1,339,886 at
June 30, 2020.

¢ The City's accounts receivable increased by $411,765 from $801,138 at June 30, 2019 to
$1,212,903 at June 30, 2020.

» The City's total debt increased by $215,510, including compensated absences but excluding net
pension liability and net other postemployment benefit liability, during the current year.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The City’'s basic financial statements comprise three components: 1) government-wide
financial statements, 2) fund financial statements, and 3) notes to the financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City's assets and deferred outflows of
resources and liabilities and deferred inflows of resources, with the difference between the two reported
as net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the City is improving or deteriorating.



CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED
(Continued)

The statement of activities presents information showing how the City's net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event giving
rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will only result in cash flows in future fiscal periods.

The government-wide financial statements outline functions of the City that are principally supported by
property taxes and intergovernmental revenues (governmental activities). The governmental activities of
the City include general government, police, fire, public works, parks and recreation. Capital assets and
related debt are also supported by taxes and intergovernmental revenues.

The government-wide financial statements can be found on pages 9 and 10 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City are governmental funds.

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information for governmental activities in the government-wide financial statements. By doing so, readers
may better understand the long-term impact of the City's near-term financing decisions. Both the
governmental fund balance sheet and the governmental fund statement of revenues, expenditures and
changes in fund balances provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The City maintains individual governmental funds. Information is presented separately in the
governmental fund statement of revenues, expenditures, and changes in fund balances for the General
Fund and Municipal Road Aid Fund.

The City adopts an annual budget for each of its funds. A budgetary comparison statement has been
provided for each fund to demonstrate compliance with the budget.

The basic governmental fund financial statements can be found on pages 11 - 14 of this report.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements can be found on pages 15 - 39 of this report.



CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED
(Continued)

Government-Wide Financial Analysis

The perspective of the statement of net position is of the City as a whole. Table 1 provides a summary of
the City’s net position for 2020 compared to 2019.

Table 1
Net Position
Governmental Activities
2019
2020 (As Restated)

Assets
Current and Other Assets $ 6,419,515 § 5,296,177
Capital Assets, Net 3,919,401 3,797,140

Total Assets 10,338,916 9,093,317
Deferred Outflows of Resources 1,763,614 1,943,946
Liabilities
Current Liabilities 617,552 467,834
Long-Term Liabilities 7,631,672 7,441,023

Total Liabilities 8,249,224 7,908,857
Deferred Inflows of Resources 1,352,151 1,136,416
Net Position
Net Investment in Capital Assets 3,708,577 3,797,140
Restricted for Municipal Aid 129,589 363,893
Unrestricted (1,337,011) (2,169,043)

Total Net Position $ 2,501,155 $ 1,991,990

Net position may serve over time as a useful indicator of a government’s financial position. In the case of
the City, assets and deferred outflows or resources exceeded liabilities and deferred inflows of resources
by approximately $2.5 million as of June 30, 2020.

A large portion of the City’s net position (approximately $3.7 million) reflects its investment in capital
assets (e.g. land and improvements, buildings and improvements, vehicles, furniture and equipment and
infrastructure); less any related debt used to acquire those assets that is still outstanding. These assets
are not available for future spending. Although the City’s investment in capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net position (approximately $130,000) represents resources that are
subject to restrictions on how they may be used. Restricted assets are composed of funds held for road
aid purposes.



CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED
(Continued)

The City’s financial position is the product of several financial transactions, including the net results of
activities, the acquisition and payment of debt, the acquisition and disposal of capital assets, and the
depreciation of capital assets.

The following points explain the major changes impacting net position as shown on the previous page.

1.

Cash and cash equivalents increased $545,381 from the previous year primarily due to the cash
receipts exceeding cash disbursements.

. Investments increased $73,134 from the previous year due to investing funds in the Kentucky

League of City’s investment fund during the year.

. Accounts receivable increased $411,765 from the previous year primarily due to recording a

receivable of $345,899 for Coronavirus Relief Funding earned.

. Capital assets increased $122,261 due to current year additions exceeding disposals and

depreciation expense. Major additions for the City include infrastructure from the sidewalk project
for approximately $478,000, a police cruiser for approximately $46,000, and roof replacement for
the community center for approximately $24,000. Total depreciation expense in the current year
was approximately $451,000.

. Deferred outflows of resources decreased by $180,332 primarily due to a decrease in the net

difference between projected and actual earning on plan investments for the net pension liability.

. Long-term liabilities increased $190,649. The increase is due to City entering into a note payable

agreement during the year for approximately $211,000, an increase in the net pension liability for

approximately $171,000, and a decrease in the net other postemployment benefits liability for
approximately $142,000.

. Deferred inflows of resources increased $215,735. Deferred inflows related to OPEB increased by

approximately $153,000 largely due to an increase in the difference between expected and actual
experience.

. Net investment in capital assets decreased $88,563 due to entering into a note payable agreement

during the year, as noted above.
The City has $1,337,011 of unrestricted net deficit as of June 30, 2020.



CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED
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Table 2 reflects the change in net position for fiscal years 2020 and 2019.

Table 2
Change in Net Position

Governmental Activities
Years Ended June 30,

2019
2020 (As Restated)
Revenues
General Revenues
Property Taxes $ 2,331,238 $ 2,097,417
Payroll Taxes 1,098,642 1,100,898
Insurance Taxes 732,887 734,957
Utility Tax 192,646 206,296
Other Licenses and Permits 282,522 444,273
Fines and Forfeitures 20,817 19,730
Interest 60,723 70,813
Miscellaneous 11,781 121,353
Gain (Loss) on Sale of Assets 4,642 (341,478)
Total General Revenues 4,735,898 4,454,259
Program Rewenues
Charges for Senice 557,405 558,429
Operating Grants and Contributions 511,104 155,972
Capital Grants and Contributions 513,369 130,747
Total Program Revenues 1,581,878 845,148
Total Revenues 6,317,776 5,299,407
Program Expenses
General Government 990,129 1,420,604
Police 1,183,976 1,154,770
Fire 1,238,107 1,244,092
Public Works 637,999 604,730
Streets 720,719 359,788
Parks and Recreation 119,516 186,779
Senior Senices 5,303 -
Community Events 7,092 -
Pension Expense 758,532 745,487
Other Postemployment Benefits Expense 147,238 239,664
Total Program Expenses 5,808,611 5,955,914
Change in Net Position $ 509,165 $ (656,507)




CITY OF TAYLOR MILL, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FOR THE FISCAL YEAR ENDED JUNE 30, 2020
UNAUDITED
(Continued)

Governmental Activities

Governmental activities increased the City’s net position by $509,165. Key changes during the year are
as follows:

¢ Property Taxes increased by $233,821 due to an increase in property tax rates during the year.

The rate for personal property tax increased by 2.85% and the rate for real property tax increased
by 4.15%.

e Other licenses and permits decreased by $161,751 primarily due to the extension of net profit tax
returns as a result of the coronavirus pandemic.

¢ Miscellaneous revenue decreased by $109,572 primarily due to the City receiving revenue for
sale of property in the prior year for approximately $70,000 that was not previously capitalized.

» Operating grants and contributions increased by $355,132 primarily due to the City receiving
reimbursement for expenses from the Coronavirus Relief Fund for approximately $346,000.

» Capital grants and contributions increased $382,622 primarily due to the City receiving funding for
the sidewalk project for approximately $358,000.

e Streets program expense increased by $360,931 due to road repairs being completed out of the
Municipal Road Aid Fund in the current year. In the prior year, road repairs were completed out of
the General Fund and classified as general government program expense. Primarily for this
reason, general government program expense decreased by $430,475.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the City’s financing

requirements. In particular, unassigned fund balance may serve as a useful measure of a government's
net resources available for spending at the end of the fiscal year.

At the end of the current fiscal year, the City’s governmental funds reported combined ending fund
balances of $5,096,259, an increase of $697,893, in comparison to the prior year. This total consists of:
General Fund, $4,966,670 and Municipal Road Aid Fund, $129,589.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, unassigned
fund balance of the General Fund was $4,873,612. The total fund balance increased by $932,197. A

large portion of this is due to the City recording proceeds from notes payable for approximately $211,000
and an increase in property taxes revenue for approximately $234,000.

The fund balance of the Municipal Road Aid Fund decreased by $234,304. This decrease was due to
street projects completed during the year.

General Fund Budgeting Highlights

The City's budget is prepared according to City Charter and is based on accounting for certain
transactions on the modified accrual basis of accounting. The General Fund’s restated beginning fund
balance for the beginning of the fiscal year was $4,034,473.

For the General Fund, actual revenues, in the amount of approximately $5.8 million were slightly higher
than budgeted revenues of approximately $5.5 million.

Expenditures were budgeted at approximately $5.1 million which exceeded actual expenditures of $5.0
million.







